
 

 

 

 

September 19, 2016 

 

 

Clerk of the Board    Sent via Electronic Submittal 

 

 

Mr. Richard Corey, Executive Officer 

California Air Resources Board 

1001 I Street 

Sacramento, CA 95814 

 

 

Dear Mr. Corey: 

 

The State Water Contractors (SWC) submits these comments on the California 

Air Resources Board (CARB) Proposed Amendments to the California Cap on 

Greenhouse Gas Emissions and Market-Based Compliance Mechanisms 

(“Proposed Amendments”), released August 2, 2016.  

 

These comments continue the dialogue with CARB dating to our January 11, 

2010 letter to ARB (attached), the SWC June 3, 2011 letter to ARB (attached), 

the Air Resources Board Resolution 11-32 and Mary Nichols August 27, 2012 

Letter to Jeff Kightlinger, General Manager Metropolitan Water District of 

Southern California (attached). The purpose of these communications is to 

mitigate the cost burden the ARB Cap-and-Trade program imposes on the 

customers of the State Water Project 

 

Background 

 

The State Water Contractors is a non-profit, mutual benefit corporation 

organized under the laws of the State of California, comprised of 27 public 

agencies holding contracts to purchase water delivered by the State Water 

Resources Development System, otherwise known as the State Water Project 

(“SWP”), which is owned and operated by the California Department of Water 

Resources (“DWR”).  SWC’s public agency members are the beneficial users 

of the SWP, providing water for drinking, commercial, industrial, and 

agricultural purposes to a population of more than 20 million people and to 

over 750,000 acres of farmland throughout the San Francisco Bay Area, the 

Central Valley of California, and Southern California. The primary purpose of 

the SWP is to store and deliver water to the customers of the SWP, who pay all 

of its costs.  A significant part of the SWP costs relate to water generated and 

purchased at wholesale for the ultimate purpose of pumping water to 

consumers across wide areas of the State. 
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Delivery of this water is vital to the health, welfare, and productivity of the State of California.  

Implementing AB 32, SB 350 and SB 32 measures is having a significant impact on the SWP 

customers.  That is true even though the SWP relies on a power supply that is more than 60 

percent carbon free. Thus, the SWC has a vested interest in the ongoing development of the 

Proposed Amendments.    

 

In our communications with ARB we have pointed out the inequitable treatment of the SWP 

customers in comparison to others that are similarly situated.  That inequity leads to the SWP 

customers being exposed to the risk of “skyrocketing prices” when the economy experiences 

robust growth1. But even during periods of stagnant to moderate growth, the SWP customer’s 

Cap-and-Trade cost burden has been significant. The Board directed the inequity be addressed in 

its Resolution 11-32. Chairman Nichols’ 2012 letter set forth a temporary path to partial relief. 

However, questions about the future viability of the Cap-and-Trade program and evolving 

priorities of the Investment Plan show that is not a sustainable solution.   

   

Conclusion 

 

The SWC encourage the ARB to take this opportunity allocate emission allowances to the SWP 

in a fashion similar to the electric utilities. This will address the oversight that has led to the 

inequitable treatment of the SWP customers, mitigate significant costs and risk of skyrocketing 

prices and provide a sustainable path forward that is under the control of ARB. 

 

Tim Haines will contact Executive Officer Richard Corey to discuss this opportunity further. 

 

Sincerely, 

 
Terry Erlewine 

General Manager 

 

 

Attachments: 

 
 
 
 
 
 
_________________ 
1 Severin Borenstein, Fixing a Major Flaw in Cap-and-Trade, https://energyathaas.wordpress.com/2016/08/15/fixing-a-major-flaw-in-cap-and-

trade/ 
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